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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 25

JUN 3 0 1964
leESOlh

Honorable Sam Rayburn -
Speaker of the House of Representatives

Dear Mr. Speaker:

Herewith 1s our report on the review of power activi-
ties of the United States Sectlon, International Boundary
and Water Commission, United States and Mexico, Department
of State, for the fiscal years ended June 30, 1958, 1959,
aIld 1960 . ’ B \

Falcon Dam Project 1s the only project operated by the
United States Section which produces hydroelectric energy.
Under the act of June 18, 1954 (68 Stat. 255), rate sched-
ules for the sale of Falcén power shall be drawn having
regard to the recovery of the cost of producing and trans-
mitting the electric energy, including the amortization of
the capital investment allocated to power by the Secretary
of the Interior in collaboration with the Secretary of
State. Although construction of Falcén Dam was substan-
tially completed in November 1953 and the first generator
was placed in commercial operation in October 1954, a firm
allocation of construction costs to power had not been made
at June 30, 1960. Until an allocation of construction
costs to power is resolved and approved by the Secretary of
the Interlor in collaboration with the Secretary of State,
it will not be possible to make an adequate evaluation of
the status of repayment and adequacy of power rates. In a
letter dated March 29, 1961, the Administrative Assistant
Secretary, Department of the Interior, informed the General
Accounting Office that the Department would take appropriate
action to obtain the necessary cost data from the Secretary:
of State and to collaborate with him in preparing a firm
allocation of Falcdén Dam costs to power on an incremental
cost basis.

Because the allocation of construction costs of the
Falcdn Dam Project to project purposes 1is not firm, we can-
not express an opinion as to whether the financial state-
ments present falrly the financial position of the United
States Section at June 30, 1959 and 1960, and the financial
results of operatlons for the fiscal years ended June 30,
1958, 1959, and 1960. A summary of the status of principal
recommenda%ions in our prior report to the Congress, cover-

ing fiscal years 1956 and 1957, is included in the forepart
of this report.



B-12501k%

This report is also being sent today to the President
- of the Senate. Copies are being sent to the President of
the United States; the Secretary of State; the Secretary of
the Interior; and the Commissioner, United States Section,
International Boundary and Water Commission.

Sincerely yours,

;omptroller General
of the United States

Enclosure
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REPORT ON REVIEW
OF
POWER ACTIVITIES
UNITED STATES SECTION
INTERNATIONAL BOUNDARY AND WATER coMMIséION

ONITED STATES AND MEXICO
DEPARTMENT OF STATE

FISCAL YEARS 1958-1960

The General Accounting Office has made a review of the power
activitles of the UNITED STATES SECTION, INTERNATIONAL BOUNDARY
AND WATER COMMISSION, UNITED STATES AND MEXICO, for the fiscal
years ended June 30, 1958, 1959; and 1960, This review was made
pursuant tO‘thqj%udget and Accounting Act, 1921 (31‘U.S.C. 53),
and the Accounting and Auditing Act of 1950 (31 U.S.C. 67}4 The
scope of the review work performed is described on page 38 of

this report.

GENERAL COMMENTS

The United States Section, International Boundary and Water
Commission, United States and Mexico (also referred to as Section
or as Unlted States Section), operates under the foreign policy
direction of the Department of State. This activity was created
by the treaty of March 1, 1889/ﬂ§6 Stat. 15129i between the United
States and Mexico, with jurisdiction to examine and decide ques- |
tions arising on the fluvial boundary between the two countries
growing out of changes in the beds of thé boundary streams, works

constructed in these streams, or any other cause affecting the -



boundar&. The Commlssion'!s jurisdiétion was extended to the over-
laﬁd boundary from El Paso, Texas, to the Pacific Ocean by the Wa-
ter Treaty of February 3, 1944 (59 Stat. 1219).

All costs of construction and operation énd maintenance of
the Section!s pfojects and activities are nonreimbursable except
for the cost of producing electric energy, including amortizatlon
of the caplital investment allocated to power. The only project
having a reimbursable purpose operated by the Section 1s the
' Faledn Dam Project. This project, constructed, operated, and main-~
tained jointly by the Governments of the Uﬁited States and Mexico
through the International Boundary and Water Commission, serves'
flood control, water conservation, power, and other purposes. The
conservation sforage cépacity is divided bétween the two countries
in the proportion of 58.6 percent to the United States and 41.%
percent to Mexico. Costs of construecting the dam and reservoir
were shared by the two Governments in the same proportion as the
allocation of storage capacity; costs of constructing the power
plants were divided equally. (See p. 19.)

The act of June 18, 1954 (68 Stat. 255), authorized the Secre-

tary of the Interior to transmit and market electric power gener-
ated at Falcdn Dam and Powerplant which is made avallable to the
United States but not required in the operation of the project.
By Secretarial Order No. 2765, dated July 30, 1954%, the Secretary
of- the Interior delegated to the Bureau of Reclamation the duties
of* marketing Falcon Dam power and energy. ,

The Unlted States Section 1s headed by a Commissioner who is

appolnted by, and serves at the pleasure of, the President of the
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United States. The United States Commissioner 1s responsible to
the Secretary of State in matters of policy.

At June 30, 1960, the United States Section consisted of a
headquarters office in El Paso, Texas, and seven field offices and
nine subfield offices located along the United States-Mexican bor-
der. The number of employees of the United States Section at
June 30, 1960, totaled 363, compared with 359 and 328 at June 30,

1959 and 1958, respectively. These employees were located as fol-

lows:
June 30, June 30, June 30,
, | 1960 1959 1958
Headquarters, El1 Paso, Texas 68 68 67
Field and subfield offices . 295 291 261

Total 363 359

I8

A more complete history and organization of the United States Sec;v
tion appears in our report to the Congress for fiscal years 1956
and 1957 (B-125014% dated March 18, 1958).

A 1list of officilals responsible for the administration of the
programs of the United States Section and the marketing;of Falcdn
Dam electric power during the period covered by our review and of

the current officials follows.



Position

Secretary of State

Asslistant Secretary for
Inter-American Affairs

Commissioner, United

States Sectlon, Inter-
national Boundary and

Water Commission

Department of State

Incumbent

John Foster Dulles
Christian A. Herter
Dean Rusk

Roy R. Rubottom, Jr.
Thomas C. Mann
Wymberley DeR.

Coerr (Acting)

Colonel L. H. Hewitt

Department of the Interior

Secretary of the Interior Fred A. Seaton

Assistant Secretary for
Water and Power Devel-

opment

Commissioner, Bureau of

Reclamation

Stewart L. Udall

Fred G. Aandahl
Kenneth Holum

Wilbur A. Dexheimer
Floyd E. Dominy

Date of
appointment

January 21, 1953'
April 22, 1959
January 21, 1961

June 18, 1957
August 7, 1960

‘April 3, 1961

June 17, 1954

June 8, 1956
January 21, 1961

February 10, 1953
Janmary 30, 1961

July 1, 1953
May 1, 1959

For activities reviewed by us, we believe that generally the

United States Section i1s discharging its responsibilities effec-

tively and in conformance with basic legislation.

However, we

noted a significant problem concerning the need for resolution and

approval of allocation of power construction costs of Faledn Dam

by the Secretary of the Interior in collaboration with the Secre-

tary of State.

This problem, as well as the status of recommenda-

tions made in our prior report to the Congress covering fiscal

years :1956 and 1957, is summarized below.



SUMMARY

NEED_FOR RESOLVING AND APPROVAIL OF
ALLOCATION OF POWER CONSTRUCTION COSTS OF FALCON DAM

THE SE A OF THE TERIO AB 0
WITH THE SECRETARY OF STATE

Although construction of Faledn Dam was substantially com-

pleted in November 1953 and the first generator was placed in com-
-mercial operation in October 1954, a firm allocation of construc-
tion costs to power had not been made at June 30, 1960. Moreover,
a review of the records of the United States Section did not show
that there has been an exchange of information since November 1957
with the Department of the Interior or the Bureau of Reclamation

with a view to resolving the allocation of construction costs of

Falcdn Dam.

The act of June 18, 1954 (68 Stat. 255), provides that the
Secretary Qf'the Interior shall market the power surplus to the
needs ef\the project and that rate schedules for the sale of power
shall be drawn having regard to the recovery of cost of producing
and transmitting electric energy, including the amortization of
the capital investment allocated to power. The act also author-
ized the Secretary of the Interior in collaboration with the Secre-~
tary of State to make an allocation of the capital investment at

Falcon Dam to power.



SUMMARY

NEED FOR RESOLVING AND APPROVAL OF
ALLOCATTON OF POWER CONSTRUCTION COSTS OF FALCON DAM
BY THE SECRETARY OF THE INTERIOR TN COLLABORATION

WITH THE SECRETARY OF STATE

Although construction of Falcdn Dam was substantially com-

pleted in November 1953 and the first generator was placed in com-
'mefcial operation in October 1954, a firm'alloéation of construec-
tion costs to power had not been made at June 30, 1960. Moreover,
a review of the records of the United States Section did notlshow
that there has been an exchange of information since November 1957
with the Department of the Interior aqr the Bureau of Reclamation
with a view to.resolving the allocation of construction costs of

Falcén Dam.

The act of June 18, 1954 (68 Stat. 255), provides that the
Secretary of:the Interior shall market the power surplus to the
needs of the project and that rate schedules for the sale of power
shall be drawn having regard to the recovery\of cost of producing
and transmitting electric energy, including the amortization of
the capital investment allocated to power. The act also author-
ized the Secretary of the Interior in collaboration wlth the Secre-
tary of State to make an allocation of the capital investment at

Falcon Dam to power.



In our audit report to the Congress dated March 18, 1958, on
the United States Section, International Boundary and Water Commis-
sion, for the fiscal years 1956 and 1957, we recommended thaf the
allocation of the total estimated construction cost of the Faledn
Dam Project be made in such a manner that each purpose would bear
to the extent appropriate a share of the costs of the Joint proj-
ect features (by the separable costs-remaining benefits method of
cost allocation).l We recommended also that certain additional
costs that were omitted from a tentative allocation prepared by
the Section in Mareh 1955 be included in the final allocatlon.
(See pp. 24 through 29 for details on the present status of these
recommendations.) ‘

In a letter dated February 3, 1958, the Department of the In-
terior advised the General Accounting Offlce that several years of
operating experience might be required to form a firm'basis for

agreement between the Departments involved in the cost allocation

1rhe separable costs-remaining beneflits method of cost allocation
is based on allocating the separable costs of a given purpose
plus a share of the residual joilnt costs, in a manner which has
-the objective. of providing for the proportional sharing of the
savings resulting from multiple~purpose development. The sepa-
rable costs of a given purpose is the difference between the cost
of a multiple~purpose project and the cost of the same project
with the given purpose omitted. Thils difference is also referred
to as the incremental cost of the given purpose. The incremental
method of cost allocation is based on allocating to a given pur-
pose only the separable costs of that purpose.



process and that, until such time as additional authorized storage
on the Rio Grande is planned in detail or constructed, it is impos-
sible to determine the firm generating capacity of Faledn Dam and
Powerplant.

By letter dated January 19, 1961, the Commissioner, United
States Section, informed the General Accounting Office that the al-
location of costs to Faledn power made by the Section is tentative,
subject to final determination, possibly some years hence, by the
Secretary of the Interior in collaboration with the Secretary of
State in light of the pertinent data and operating experience
avallable at the time the final determination is made. Further-
more, the Commissioner stated that agreement for the authorized
Amistad Dam was about to be concluded by the two Governments and
operation of this dam, and possibly also of an international hydro-
electric power plant in connection therewith, would increase the
value of Faledn power. Accordingly, he concluded that final deter-
mination of‘constructibn costs allocable to Falcén power should be
deferred until such time as the effect of the Amistad Project upon
Falc&n power can be evaluated.

The position of the Section and the Department of State was
that construction costs tentatively allocated by the United States
to Faledn power should properly be the United States' share of the
difference between the cost of construction of the dam with power
and the cost of constfuction without power (incremental method of
cost allocation).

We believe that, in the light of considerations given early
in 1960 to repayment of construction costs by the Senate Committee

[



on Foreign Relations and the House Committee on Foreign Affairs
concerning the proposed.joint construction of a second major inter-
national storage dam (Amistad Dam, see pp. 33 and 34%), the incre-
mental method of cost allocation advocated by the Section may be
used for the allocation of costs to power. at both Falcon and
Amistad Projects. We believe also that, under the incremental
method of cost allocation, potential additional benefits that may
inure to Faleon power as the result of the construction of Amistad
Dam Project or any future international dam project constructed un-
der theﬁﬁgglggg;yeyerwEaeegzﬂof February 3,.19h?{ are unlikely to
change the allocation of constructioﬁiooets tojoower at the Faledn
Dam Project. - Accordingly, we are recommending that the Section
and the Bureau of Reclamation take action fo resolve the amounts
properly allocable to power at the Falcdn Dam Project so that a
firm allocation can be established by'the Secretary of the Inte-
rior in oollaboration with the Secretary of Sfate. In a letter
dated March 29, 1961, the Administrative Assistant Secretary, De-
partment of the Interior, informed the.General Accounting Office
that the Department would take appropriate action to obtain the
necessary cost-data from the Secretary of State and to collaborate
with him in preparing a firm allocation of Faleén Dam costs to
power on an incremental cost basis. (See pp. 24 through 29.)
Until a firm allocation of the total estimated construction
costs of the Falcdn Dam Project has been made to power by the Sec-_
retary of the Interior in collaboration with the Seeretary of

State, it will not be possible to make an adequate evaluation of .
i .



the status of repayment and the adequacy of power rates. Moreover,
because the allocation fo project purposes of construction costs
of Falgén Dam Project 1s not firm, we cannot express an opinion as
rto whefher the financial statement on pages 41 through 43 present
fairly the financial position of the United States Section of the
International Boundary and Water Commission at June 30, 1959 and
1960, and the financial results of operations for the fisecal years
‘ended June 30, 1960, 1959, and‘l958. (See P. 39.)



STATUS OF PRINCIPAT, RECOMMENDATTONS
IN PRIOR REPORT

our audit report to the Congress dated March 18, 1958, on the
United States Section of the International Boundary and Water Com-
mission for fiscal years 1956 and 1957 contained comments on the '
allocation of estimated construction costs of Falcéﬁ Dam Project
to purposes and on other matters on which corrective action was
needed, together with our recommendations for corrective action.
Details on the present status of allocations appear on pages 2% to
29 of this report. The current status df our other findings is

summarized below.

1. Transfer of responsibility for maintaining
the western land boundary fence

Our prior report contained comments on the placing of respon-
sibiiity for the maintenance of the United States Section's west~l
ern land boundary fence. Because the.primary,purpose of the fence
is to stop the free movement of livestock across the border and to
help prevent smuggling, we stated that the Congress méy wish to re-
view the authorization to the United States Section for mainte-
nance of the fence and, if justified, to assign the responsibility
for maintenance to a Federal agency more directly concerned with
' responsibilities for its purposes.

During fiscal year 1958, the Section transferred jurisdiction
over portions of the land boundary fence to other Government agen-
cies. The Immigration and Naturalization Service, Department of
Justice, accepted ownership of all chain-link fence (13.47 miles)
-and the National Park Service, Department of the Interior, ac-

cepted ownership of 14.68 miles of ranch-type fence. Title to the
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remainder of the ranch-type fence (about 195 miles) remains with
the Section; Attempts of the Section to transfer jurisdictionJ
over the remainder of the ranch-type fence to the Department of

Agriculture have not been successful.

2. Cost of operating and maintaining the
Douglas-Agus Prieta Sanitation Project

~ In our audit report for flscal years 1956 and 1957, we noted
that the United States Section had negotiated an agreement with
the city of Déuglas, Arizona, which provides that the city will
bear annualiy the lesser of $4,500 or 79 percent of the annual op-
eration and maintenance costs of the Qggg}gsigguﬁkPrie§§7§an;tq-
tion Project that are allocated to the Unlted States under an
ég;;émEAt with México yet to be consummated. We pointed out that
the effect of the agreement with the city of Douglas was to‘obli-
gate the Federal Government, in perpetuity, to>pay part of the
cost of operating and maintaining the sewage treatment plant con-
structed for»the benefit of, and without cost to, the city of
Douglas.

The Sanitation project was built at a cost of $205,000 to

treat raw sewage of the cities of Douglas, Arizona, and Agua
Prieta, Mexico. Ninety percent of the construction cost was appor-
'tioned to the United States, and 10 percent was appoftioned to Mex-
ico. The;ﬁmerican—Mexican Treaty Act approved September 13, 1950
(64 Stat. 846)% authorized the Secretary of State to conclude an
agreement with the appropriate offiecial or officials of Mexico for
the joint operation and maintenance by the Commission of the
Douglas;Agua Prieta Project; such agreement to provide fdr divi-

sion of costs between the two Governments and to be concluded only

11



after the city of Douglas had given satisfactory assurances that,
as long as the agreement remains in force, the city "will contrib-
ute an equitable proportion, as determined by the United States
Sectibn of said Commission, subject to the approval of the Secre-
_tary of State, of the costs of such operation and maintenance al-
located to ﬁhe United States." Pending execution of the agreement
between the United States and Mexico and negotiation of an amenda-
tory agreeméﬁi between the city of Douglas and the Section,‘coSts,‘
of operation and maintenance of the sewage treatment plant are
borne by the city of Douglas, Arizona, except for one plant opera-’
tor provided by Mexico. '

In our previous reports to the Congress we recommended that,
if the Commission assumes responsibility for operating énd main-
taining the project, the United States Section should obtain full
reimbursement from the city of Douglaé, Arizona, for its ‘share of
the costs of operating and maintaining the project.

In response to our report the United States Commissioner by
letter dated January 10, 1958, informed us that the Unitedrstateé
Section had endeavored to negotiate an amendatory contract with
the city of Douglas under which the city would assume all the an-
"nual operation and maintenance costs allocated  to the United
States. He stated, however, that the city of Douglas preferred to
-defer consideration of an amendatory contract pending the outcome
of studies and investigations being made by the two Sections of
the.Commission, at the direction of the respective Governments, to
determine the necessity for expansibn of the sewage treatment

plant.
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Our eudit for fiscal jears 1958-60 disclosed that a joint re-
port dated June 18, 1959, and subsequently approved by the Commis-
sioners of the International Boundary and Water Commission, recom-
mended enlargement of the treatment faclilities, the cost to be
shared by the United States and Mexico. An amendatory contract,
however, that would glve effect to the recommendation in our'previ-

ous report has not been executed‘with the city oi“Douglas,Arizona.l

11n a letter dated March 3, 1961, the Commissioner, United States

Section, advised the General Accounting Office that the Section
has been endeavorlng for several years to conclude an amendatory
agreement with the city of Douglas but has been unable to do so.

13



FINANCING

APPROPRIATIONS BY THE CONGRESS
Funds required by the United States Section to carry out the

activities of the Commission have been appropriated by the Con-

gress ﬁnder appropriation titles, and in amounts, as follows:

Flscal Cumulative
© Yyear to :
Appropriation titles 1960 June 30, 1960
Salaries and expenses ' . $ 73,000 § 15,362,163
Construction 1,400,000 67,362,960
Operation and maintenance 2,610,000 11,290,840
Rio Grande emergency flood protection - 350,100
Allotments (net) of National Industrial
Recovery Administration (NIRA) and
Public Works Administration (PWA) _
funds : - 5,834,088
4,583,000 100,200,151
Lapses and transfers -4, 495 —272,539-
Total - $4,578,505 § 99.927,612

- Appropriations for salaries and eipenses have been made an-
nually to the-United States Section since the creation of the per-
manent Commission in 1894,.under the Convention of 1889, and are
used to finance general administrative and engineering costs in-
curred at the El Paso headquarters office. fhese appropriations

finance also the costs incurred in making preliminary surveys and
Investigations which serve as a basis upon which authorizations
for the construction of specific projects or facilitles are
granted. Punds appropriated for salaries and expenses are avail-
-able for obligation only in the fiscal year for which the funds
are appropriated.

Apppopriations for construction are made to the ﬁnited States

Section to finance the costs of facilitlies to be constructed as

14



part of approved projects undertaken'to (1) provide flood protec-
tion and to conserve water, (2) correét sewage problems which re-~
sult in the pollution of domestic water supplles and other health
hazards, and (3) erect monuments to mark the boundary line between
the United States and Mexico. Before fiscal year 1948, separate
appropriations of construction funds were made by the Congress for
each approved project. Beginning in fiscal year 1948, funds for
construction are provided by a single appropriation. These appro-
priations remain available to the United States Section until
fully expended or rescinded.

Appropriations for operation and maintenance were made ini-
tially in fiscal year 1954 to finance costs incurred in the opera-
tion and maintenance of completed coﬁétruction projects and com-
pleted integral segments of projects under construction. - Before
fiscal year 1954, operation and mainténance activities were fi-
nanced from the salaries and expenses and the construction appro-
priations. Funds appropriated for operation and maintenance are
available for obligation only in the fear for which the funds are
appropriated.

Appropriations for Rio Grande emergency flood protection were
formerly provided to pay the costs of emergencf flood control work,
iIneluding protection, reconstruction, and repair of‘all structures
under the jurisdiction of the United States Section in the Rio
Grande Canallzatlon, Rio Grande Rectification, and Lower Rio
Grande Flood Control Projects. The last appropriation for Rio

L .
Grande emergency flood protection was made for fiscal year 1953

15



act of June 18, 1954 (68 Stat. 255). Revenues from sales of power
generated at Falcdﬁ Dam and Powerplant through June 30, 1960, to-
taled $1,615,770.

SQURCES AND APPLICATION OF FUNDS

A statement of sources and application of funds for fiscal
l
year 1960 and cumulatlvely to June 30 1960, follows:

PFiscal Cumulative
year to June 30,
1960 1960

Sources of funds:
Appropriations by the Congress, net  $4,578,505 § 94,093,524
Allotments of appropriations for

NIRA and PWA, net - 5,834,088
Contributions in aid of construction - 213, 635
Revenue from sales of power 398,788 1,615,22

Total . $4,977,293 $101,757,017

Application of funds:
Costs of property, plant, and equip-
ment, including surveys and inves-
tigations, less retirements, sales,
and other dispositions $1,163,648 ¢ 68,220,153
Costs of operation, maintenance, and
administration of non-revenue-

producing operations, net 4,081,099 29,170,747
Costs of operating and maintaining

Falcon Dam Powerplant 312,609 1,625,175
Revenues and other collections de-

posited into U.S. Treasury 430,581 1,802,252
Transfers of property or costs, net —281.656 27066, 557

5,706,281  102,88%,88L4
Less amounts included above for de-
preciation of fixed assets 925,649 3,656,709

4,780,632 99,228,175
Increase in net working assets 196,661 2,528,842
Total $4,977,293 $101,757,017

Revenues from the sales of the United States{portion of the

electric power and energy generated at Falcdﬂ Dam are recorded in

the accounts of the Section although collections by the Bureau of

vi? |



Reclamation are deposited by the Bureau directly into the Treasury -

of the United States. The United States Section's portion of ex-

penses of operating and maintaining the power plants is financed

from annual appropriations by the Congress.
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FALCON DAM PROJECT POWER OPERATION

Falcén Dam and Powerplant is located on the Rio Grande
about 130 miles upstream from Brownsville, Texas (Matamoras, Tamau-
lipas, Mexico), about 75 miles downstream from Laredo, Texas (Nuevo
Laredo, Tamaulipas, Mexico). The dam is 26,294 feet long (about
.5 miles) and has a maximum height of 150 feet. W%Bn filled to its
capacity of 4,085,000 acre-feet of water, the reservoir is about
60 miles long and 11 miles wide.

| Iwo power plants, one on each side of the river, are ideﬁti-
cal insequipment and generating capacity and are owned by the
United States and Mexico, respectively. Each powér plant has
three 10,500 kilowatt generators for a total Installed éapacity of
63,000 kilowatts. Although interconnected for transfer of elec- |
tric energy from one to the other, each power plant has a central-
ized control room with separate and iﬁdependent facilities. The
generation from the two power plants is combined, and the total
combined generation is divided equally between the United States .
and Mexico. From the Unlted States! #hare.of the total generation,
deductions are made for statlon and local use and for one half of
total transmission losses. The remaining United States portion of
the energy generated 1s avallable for delivery to and sale by the
. Bureau of Reclamation. The first generator was placed in commer-
cial operation October 11, 1954, |
MARKETING OPERATIONS

Except during flood conditions, United States water releases
are based on the requirements of irrigators below the dam as com-

municated to the Speecial Water Master of Hidalgo County Court,

19



Texas. He, in turn, advises the United States Section's office at
Falcdn Dam, and water 1s released to suit these requirements. The
demands of downstream water users take priority over the demands
for all other uses of water in the Falcén reservolr in keeping
with paragraph (c¢) of the Senate Resolution of April 18, 1945 (59
Stat. 1265), ratifying the Water Treaty of 1944, Paragraph (c)
provides: ' R
"That nothing contained in the treaty of protocol

shall be construed as authorizing the Secretary of State

of the United States, the Commissioner of the United

States Sectlion of the International Boundary and Water

Conmission, or the United States Section of said Commis-

sion, directly or indirectly to alter or control the dis-

tribution of water to users within the territorial limits

of any of the individual States.”

The water 1s discharged through the turbines of Faledn Dam
power plants, to the extent of capacity, and through supplemental
tunneis should the requi:ements exceed the turbine capacity.

As a means of deriving some salable peaking capacityl from
the United States power capacity at Falcén Dam, Minute 205, dated
May 21, 1956, was approved and adopted by the United States and
Mexican Sections, providing for the release of water belonging to
Mexico for the purpose of generating power when such.release 1s
not required for the irrigation interests in the Lower Valley.
The Mexican Section can capture the water in downstream Mexlcan

reservoirs for release when needed by that country. 'The use of

Mexican water for power purposes permits the United States Section

to deliver peaking power.

1Capacity made available to assist a customer in meeting that por-
tion of peak load which 1s above base load.

20
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The entire United States share of marketable energy generated
at Falcén Dam is sold to thé Central Power and Light Company. A
contract was executed between the Bureau of Reclamation as market-
ing agent and the Central Power and Light Company on April 30,
1957, covering the period May 1, 1957, to December 28, 1961.
Charges under the contract are 1.75 mills per kilowatt-hour for
the first 400 hours times the billing demand and 1 mill per
kilowatt-hour for the balance of energy, plus an annual charge of
$15 per kiloﬁatt of declared annual peaking capacity. TFor each of
the fiscal years 1958, 1959 and 1960, the declared annual peaking
capacity was 15,000 kilowatts. The contract provides also for a
reduction in the annual kilowatt charge, in the event power produc-
tion is curtailed because of lack of water: However, an informal
supplemental agreement was effected in 1957 whereby the power fa-
cilities are considered as being in a stand-by status when power
is not needed by the utility company. Even though water is not
available to generate power, there will be no reduction in the an-
nual kilowatt charge,>as provided by the.contract, while the facll-
ities are in a stand-by status and a demand is not made for the

power. The rate schedule (R5-S2) used in the contract of April 30,

+ 1957, with Central Power and Light Company 1s shown in appendix I.

The rate schedule provides that the peaking capacity charge
will be paid in October of each year. As of June 30, 1960, the

‘Section had potential earnings of $112,500, for the period Janu-

ary 1 through June 30, 19602 representing one half of the esti-
mated annual peaking capacity earnings of $225,000. However, the ‘

rate schedule provides that, should it be necessary to curtail the
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peaking capacity below the amount required by the customer or be- |
low the billing demand (15,000 kilowatts) for the calendar year
and should a demand be'made for the capacity, the minimum contract
rate of delivery'for'peaking capécity of 10,000 kilowatts would
apply; Should it be necessary to curtail the peaking cépacity be-
low the minimum contract rate during the off-season.months, the
billing demand would be considered as 50 percent of the minimum
contract rate of delivery. If peaking capacity were curtailed be-
low the minimum contract rate(during the peak-season months (June,
July, August, and September), the billing demand would be zero.
Because earningéof $112,500 are potential‘at June 30, 1960, they

are not shown in the financial statements for fiscal year 1960.

FINANCTAL RFESULTS FROM POWER OPERATIONS

Sirice the power plants were placed in commercial operation in
October 1954, the United States Section through June 30, 1960,

earned power revenues totaling $1,615,770 and incurred operating

‘expenses, including depreciation, totaling $1,625,175., Financial

results from power operations for fiscal years 1958, 1959, and
1960, and cumulative to June 30, 1960, based on the accounts of
the Sectlion, are shown in schedule 2. Results of power operations

for fiseal years ended June 30, 1958, 1959, and 1960, and cumula-

" tive to date, are summarized as follows:

Cumulative from
October 11, 195k, Fiscal vears

to June 30. 1860’ TI9R0 1959 1955

Operating revenues: i
Sales of electric energy $1,615,770 $398.788 $470,503 $250,826
Operation and maintenance expenses 562,182 113,797 100,521 100, 507
Multiple-purpose expenses distributed to power 202,183 40,463 36,689 359,829
Provision for depreciation 860,810 158 157.4318 156,736
Total operating expenses 1,625,175 312,609 294,648 293,072

Net gain or (=loss) exclusive of interest on in- -
vestment mllocable to power (note a) $__—9.40% $_86,179 $175,855 92,246

“Does not include costs incurred by the Buréau of Reclamation for power revenue collection and power contract
administration expenses. These costs totaled about $59,500 through June 30, 1960.
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In 1957 a supplemental informal agreement was effected with
Central Power and Light Company whereby the power facilities were
placed in a stand-by status when power was not in demand even
\Fhough unfavorable water conditions would prohiblt power produc-
‘tion. 1In calendar years 1958 and 1959, while the power facilities
were in a stand-by status, we understand that no power was avall-

able for 39'ahd 16 days, respectively. The Section advised us’

‘that, had the supplemental agreement not been in existence, the

revenues for these years would have been decreased by‘$ll2,500‘in
1958 and by the same amount in 1959. From January 1 through Au-
gust 1, 1960, while the facilities were in a stand—bygstatus, no'
power was available during 10 days. |

The distribution of depreciation between power and nonpower
purposes was made by the Section on the basis of power-plant-in—f
service costs and certain plant-in-service assets considered by
the Section to benefit power. Until'the allocation of project
ecost to power is firm (see pp. 24 through 29)2 financial state-
ments cannot be presented that show fairly the financialnposition
and results of operations of Falcén Dam Project.
ENERGY PRODUCTION AND DISPOSITION

The electric energy generated and interchanged and the dis-
position of the energy expressed in thousand kilowatt-hours, for
fiscal years ended June 30, 1958, 1959, and 1960, and cumulative

to date, are summarized as follows:
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Cumulative from

October 11, 1954, Fiscal vears

Y £¢

to Junme 30, 1960 1960 1959 ~1958
) ‘ "~ (Thousand kilowatt-hours)
Gross generation: : }
_United States plant 563,001 115, 909 170,805 ‘81,h21
Mexican plant H6k, 585 115,5 170,699 81,#82
Total 1,129,586 . 231,437 341,504 162,910
Less Mexico's share of gross genera— : : ’ . l“
tion ' 56k, 797 115,724 170,750 . 81,425
United States! share of gross generation 564,789 115,713 170,754 81,485
Interchange-in - 328 - —_— -
Total 565,117 115,71 170,75% 81.485
Less: \
Station-service use 5,751 1,037 1,052 1,023
Camp use : 5,518 1,144 1,060 970
Station losses 8,504 2,238 2,584 1,126
Interchange-out ' 328 = - -
20,101 1+,’-i-12 ’4-,625 _3,112
-Sales to Central Power and nght Company ‘ :
for account of United States Section 545,016 o 111,294 166,058 78,366



ALLOCATTION OF EﬁTIMATED CON&TRUCTION

Q08T oF FALCAN DAM PROJECT TO PURPOSES
The act of June 18, 1954 (68 Stat. 255), authorized the Sec-

retary of the Interior to transmit and market electric power and
energy generated at Faleén Dam which is made available to the‘
" United Sfatés but’not-required in the operation of the project.
Under the legis;ation the Secretary of. the Interior, in collabora-
tion with the Secretary of State, was authorized also‘to'make an
alloqation of the capital 1nve§tment at Falcdn Dam to power and to-
draw rate'schedules having fegard to the recovery of costé. By
Secretarial Order No. 2765, dated July 30, 195%, the Sécretary of
the Intérior delegated to the Bureau of Reclamatlion the duties of
markgting Falcedn Dam power and energy. | 7

Early in fiscal year 1955 the Bureau of Reclamation requested
a report on the allocation of total estimated United States con-
struction costs of Falcdh Dam to purposes, and in March 1955 the
United States Section submitted a report to the Bureau. The allo-
cation of construction costs of Falcdh Dam, as amended in Novem- -
ber 1957, is summarized as follows: |

Estimated con-
struction cost

to the : . ‘

United States Interest Estimated

exclusive of during con- construction
interest during struction cost to the

Purpose constructionA (note a) United States
Power $ 6,473, 848 $ 471, 386 $ 6,945,234
Flood control Z, 070,673 ,921,11 29,041,789
" Potal $33, 54,521 42,42 502 $35,987,023

81nterest at a rate of 2.5 percent on cumulative accrued expendi-
tures during construction was allocated to purposes in the ratio
of the cost of each feature to the total cost of all features.
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In our previous report, we pointed out that the report pre-
pared bylthe Section and submitted to the Bureau of Reclamation-
did not include all costs to the United States incurred on the
pfoject, and allocations of costs of all‘joint features to the ex-
tent appropriate had not been made to all purposes served by the -
prgject. We recommended in our prior audit report that:

N 1. The United States Section include $574,053 for preliminary
surveys and testing costs as part of the total estimated
construction costs to the United States of the Falcdn Dam

Project so that these costs could be considered as a part
of the total construction costs for allocation to purposes.

2. The Secretary of the Interior in collaboration with the
Secretary of State make the allocation of the total esti-
.mated construction costs to the United States of the
Faledn Dam Project so that each purpose would bear to the
extent appropriate a. share of the costs of Jjoint project
features.

3. Aq,appropriate portion of the construction cost of the Fal-
con Dam Project be allocated to irrigation.

4. The cost of outlet work and penstocks resultlng from the
inclusion of hydroelectric power for the Faledn Dam Proj-
ect be allocated to power. 4
5. The $1,057,818 of costs of plans and specifications pre-
pared by the Bureau of Reclamation applicable to the Mexi-
can side of the project be allocated to project purposes,
as appropriate.
Our recommendatiohs were largely in contemplation of the use of
the separable-cost remalning benefits method of cost allocation.
In response to our prior report, the Unitad States Commis-
sioner by letter dated January 10, 1958, advised us that it was
the view of the Section that only that cost incurred in construct-
ing the project with power over and above costs of constructing
the project without power, should be allocated to power. However,

the Actling Commlssioner, Bureau of Reclamation, on May 1, 1957, in
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ansﬁer to a letter from the Department of State dated April 16,
1957, expressed the view that the project's legislative history
was broad enough to cover the inclusion of a share of Joint costs
commensurate with the value of power in the allbcation to power.

In his letter of January 10, 1958, the Commissioner of the United.

States Section stated that, although he still believed that the

view of the Section was sound, he recognized that there was also

‘merit in the views held by the General Accounting Office regarding

allocations to power. Accordingly, with the approval of the De-
partment of State, he fevised the allocation of construction costs
and allocated (1) $209,366 of the preliminary surveys and testing
costs previously excluded from the allocat;on constructlon costs,
to power ($70,072) and to flood control ($139,29%), (2) a portion
of the costs of Faledn Village previously allocated to the flood |
controlA($236,985) to power, and (3) a portion of the costs of out-'
let works and penstocks previously included in the flood control
allocation ($H7,256) to power.

With respect to our recommendation regarding allocating an ap-
propriate portion of the construction costs to irrigation, in a
letter dated January 10, 1958, the United States Commissioner.reit-
erated his position contained in a letter dated November 16, 1955.
In that letter the Commissioner advised us that allocation to irri-
gation of an appropriate portioﬁ of construction costs to the
United States i1s a matter fdr determination by the Congpess. He
stated that the legislative history of the Faicdh Dam Project |
shows that, while the Congress gave consideration to allocation to

Irrigation of a portion of the project costs, no such allocation
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and has now been fully expended. Under the provision of the act
of June 20, 1956 550 Stat. 302), the Commissioner is authorized to
allot, from exisfing appropriations, such sums as may be necessafy
for major flood emergency operations, it being understood that
such sums will be replenished.

For fiscal year 1961, the United States Section obtailned ap-
propriations of $578,000 for salaries and expenses, $1,982,000 for
operation and maintenance, and $4,000,000 for construction under
thefDepartmenté of State and Justice, the Judielary, and Related
Agencies Appropriation Act, 1961f(74 Stat. 558?. Additional con-
struction funds of $5,225,000 were appropriated in theﬁéupplemen-
- tal Appropriation Act, 1961 (74 Stat. 514).

REVENUES AND DISPOSITION

All revenues (e.g., land and equipment rentals and sales of
scrap,'salvage, and equipment) collected by the United States Sec-
tion, except those for rental of quarters at Fort McIntosh (La-
redo), Texas, and Falcéh Village, Texas, are paid into the United
States Treasury as miscellaﬁeous receipts.. The budget presenta-
tions prepared by the United States Section profide for a reduc-
tion in the amounts of funds requested for construction and for op-
eration and maintenance in the amount of the estimated revenue
from rental of quarters at Fort McIntosh and Falcéh Village.

Revenues collected by the Bureau of Reclamation as marketing
agent for electric power and energy generated at Falcdﬂ Dam and
Powerplant for the United States are deposited into the Unilted

States Treasury as mlscellaneous receipts in accordance with the



was made, and the project was therefore built and has been placed
in operation on that basis.

Our current review disclosed that no progress has been made -
in arriving at a firm cost allocation to power and that fhe Sec- .
tion is restudying ité tentative allocatlion to determine the pro;
priety of the distribution of the total costs of outlet works and
penstocks. . '

In enacting recent legislation (act of July 7, l960,f7¥ Stat.
360y‘authorizing the conclusion of an agreement for the joint con-
stfhetioh by the United States and Mexlico of Amistad Dam 6n the
Rio Grande,fthe Senate Committee on Féféign Relations and House
CQ@@@ttee o; %gfeign Affalrs gave cons;deration to the répaymeht
of power facilities and water supply and ifrigation costs.

The Senate Committee on Foreign Relations in considering the
construction of Amistad Dam stated in,S§nate Report 167Qﬁksee
pp. 7 and 8): '

"***x the committee recommends that the House bili be

amended *** so that the Secretary of State, *** is au-
thorized to conclude an agreement for the construction,
operation, and maintenance on a self-liguidating basis
of facilitles for generating hydroelectric energy ***,
It 1s the committee's intention that, as originally pro-
posed by the executlve branch, the U.S. Government will
construct the power intakes and penstocks but that the
United States will undertake construction, operation,
and maintenance of a hydroelectric facility if it 1s de-~
termined to be self-liquidating.™

In connection with the repayment of water supply and irriga-
tion costs at the Amistad Dam Project, the Senate Committee on For-
elgn Relations stated:

"xx* Tt was polnted out to the Committee that Amistad

Dam, being an International venture, falls in a differ-
ent -category than dams bullt in the United States
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entirely by the U.S. Government and that present water

users below Falcdn Dam are not now required to repay the

cost allocated to conservation. There would appear to

be no logic in now including repayment features to the
. authorization for the Amistad Dam."

Similar views were expressed by the House Committee on Forelgn Af-
falrs in its consideration of. the construction of the Amistad Dam
Project inféouse Report‘l65&f(see p. 6).

In recognifion of the views expressed by the Senate gnd House
Committees on the repayment of power facllities and water supply
and irrigation costs ih authoriéiﬁg the Amistad Dam Project, we
are not reﬁeating-our previous recommendations relating to the al-
location of construction costs of Faledn Dam Project in this re-
port. Also, we are not repeating our recommendation relating to
inclusion of cosﬁs of preliminary surveys and testing and of costs
of plans and specifications incurred by the Bureau of Reclamation'
applicable to the Mexican side of the project, except as 'such
costs may appropriately be allocated to power under the incre-
mental method of cost allocation.

We believe that the views of the Senate Committee on Foreign
Relations and the Hoﬁse Committee on Foreign.Affairs support the
use of the incremental method of allocation of costs to power .for
both thg Amistad Dam Project and the Falcén Dam Project. We be-
lieve also that, under the incremental method of cost allocation,
potential additional benefits that may inure to Falcdn power as
the result of the construction of Amistad Dam Project or any fu-
ture international dam project constructed under the Mexican Water

Treaty of Februar&'3, 1944, are unlikely to changg the allocation

of construction costs to power at the Faledn Dam Project.
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In a letter dated March 29, 1961, commenting upon our pro-
posed report, the Administrative Assistant Secretary, Department
of the Interior, informed the General Accounting 0ffice that on
May 1, 1957, the Department advised the Secretary of State that
data and power system experience over several years would be used
in the determination of a proper allocation of costs. He stated
that this approéch was necessary under. the separable coéts-
remaining benefits method but that the Department of the Interior
would also consider the views on repayment of Amistad Dam Project
costs and the ma jor purpoées of both Falcdn and Amistad Dam, as
expressed by Senate and House Committees considering Amistad Dam
legislation in February 1960. Therefore, the Department will take
appropriate action to obtain the necessary cost data from the Sec-
retary of State and to collaborate with him in preparing a firm ‘
allocation of Falcéh Dam costs to power on an incremental cost ba-
sis.

Recommendation

We recommend that action be taken by the United States Sec-
tion and the Bureau of Reclamation to finally resolve the amounts
that should be allocated to power and that the proposed allocation
be submitted for approval by the Secretary of the Interior in‘col—
laboration with the Secretar& of State. The costs allocated to
power will then provide a firm basis on which to evaluate the ade-
quacy of rates and to prepare financial statements thgﬁ will
fairly and fully disclose the financial results ofﬁpower operations

of the Falcdn Dam Project.

;
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REPAYMENT OF CONSTRUCTION COSTS
ALLOCATED TO POWER

The only project operated by the United States Section having
a reimbursable purpose is the Faledn Dam Project. Leglslation for
marketing electricity pfoduced for the United'States at Falebn Dam
provides for recovery of the Federal investment allocated to power.
Under the act of June 18, 1954 (68 Stat. 225), power rates shall
be drawn:

"¥** having regard to the recovery *** of the cost of

producing and transmitting such electric energy, includ-

ing the amortization of the_capital investment allocated

" to power by the Secretary fof the Interior/ in collabora-

tion with the Secretary of State, over a reasonable pe-

riod of years."

An administrative policy has been established by the Department of -
the Interior for repayment of construction costs allocated to com=
mercial power within'SO years ffom the date the facilities are
placed in service. As the Department apﬁi{es the policy, commer-
cial power refers to électricit& salable to other than project‘ir- .
rigation districts for irrigation pumping. 'All power produced at |
Falcdn Dam for sale by the United States is éold commercially.

As power marketing agent for Falcén,Dam, the Bureau of Recla-
mation has prefared a "Financial Analysis of Falcdn Project,™
dated November 6, 1959, showing the anticipated revenues and esti-
mated expenses, including operation andzmaintenance expenses, - pro=-
vision for replacements, and marketing expenses. The report shows
that anticipated net revenues over a 50-year period will be about

$12,800,000. These net revenues will be available for repayment

of the Federal investment allocable to power and interest on the—-
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unrepaid Federal investment. At June 30, 1960, the total esti-
mated construction cost of Faldgn Dam, including interest during
construction, allocated to power by the United States Section '
ambunted to $7{O28,193. On the basis of amortization of this in-
vestment in 50 annual installments under the sinking fund method,
interest at 2.5 percent on the unpaid balance of the investment
would total about $5,400,000, for a total repayment obligation of
about $12,400,000. The difference between $7,028,193 and
$6,945,23% reported to the Bureau of Reclamation (see p. 24) repre-

~sents net additions charged to power during fiscal years 1958-1960,

Repayment of the net Federal investment in power was not in-'
cluded in the Bureau's report because an a}location of construc-
tion costs to power has not'been resolved and approved by the Sec-
fetary of the Interlor, in collaboration with the Secretary of |
State. Until an allocation of Fonstruction costs to power is re-

solved and approved, it wlll not be possible to adequately eval-

uate the status of repayment and the suffiéiency of power rates.
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AMTSTAD DAM AND RESERVOIR PROJECT

fPLblic Law 86-605 (74 Stat. 360)fépproved July 7, 1960, au-
thor}zed the conclusion of an agreement for the joint construction,
operation, and maintenance by the United States and Mexico of the
Amistad Dam and Reservoir Project on the Rio Grande.

The Amistad Dam and Reservoir'Project is the second of the ma-
jor interﬁ;fional storage dams that the Governments of the Unitéd
States and Mexico agreed in the Mexican Water Treaty of 1944;(59
Stat. 1219f to construct on the Rio Grande. From the standpoint
~of flood éontrol and conservation surveys and studies,l‘the most
feasible site was determined to be below the confluence of the
Devil's River and the Rio Grande, 12 miles upstream from Del Rio,
Texas. )
To provide the optimum feasible capacity, Amistad Dam will bé
253 feet high at the river channel and will have a total ‘length of
about 6-1/2 miles. When filled to its capacity, the reservoir
will contain approxiﬁétely 5,660,000 acre-feet of water.

The total cost of the project to the United States and Mexico
is estimated at $109,554,000. Of this amount, the United States
share of the cost is estimated at $71,846,000, divided according

to main features as follows:

1Report entitled "Rio Grande International Storage Dams Project -

Proposed Amistad Dam and Reservoir (formerly known as Diablo

Dam)," prepared by the United States Section of the International
Boundary and Water Commission, United States and Mexico, dated
September 1958. o

.
PO
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Feature o Cost

Dam $26,870,000
Power intake and penstocks 2,179,000
Access roads and Government camp 1,301,000
Land costs, relocations, and damages 23,296,000
Interest during construction 2,682,000
Preliminary investigations and engi-
.neering 751,000
| 57,079,000
Less present worth of terminal land
salvage after 50 years 2 450,000
| 56,629,000
Add power plant (70,000 kilowatt ca-
pacity) 15,217,000
‘ $71,846,000

Benefits to the United States are estimated to exceed the costs to
the United States. The ratio of the annual primary and secondary
benefits from the project to the annual costs over a 50-year 1ife.
is 1.6 to 1.

In;éenate Report 1670, Eighty-sixth Congressj”gecond session,
the Comﬁittee on Foreign Relations considered thé matter of repay-
ment of power facility costs and water supply and irrigation costs
for Amistad Dam and Reservoir. Regarding power, the Committee rec-
ommended that the Secretary of State conclude an agreement with
Mexico for the construction, operation, and maintenance of facili-
ties for generating hydroelectric energy on a self-liquidating ba-
sis. Section 2 of the act of July 7, 1960, authorizes the Secre-
tary of State acting through the United States Commissioner to con-
clude with appropriate Mexican officilals an agreement consistent
with Qrticle 7 of the treaty of February 3, 1944, for the construc-

tion, operation, and maintenance on a self-liquidating basis, for
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the United States' share of facilities for generéting hydroelec-
tric energy. Under article 7 each Government is to pay one half
the cost of the construction, operation, and maintenance of any
hydroelectrie plant constructed and each Government is to receive
.one half of thevenergy generated. The act of July 7, 1960, pro-
vides that, if agreement for the construction of separate facili-
ties for geﬁerating hydroelectric eneréy is concluded between the
two countries, the United States Commissioner, International Bound-
ary and Watér Commission, shall construct, operate, and maintain
such self-liquidating facilities for the United States.

The Committee stated also that there would be no logic in re-
quiring the repayment of water supply and irrigation costs because -
Amistad Dam, being an international venture, falls in a different
category than dams built in the United States entirely by the
United States and because present water users below Falcdn Dam are
not now required to repay the costs of Falcon Dam allocated to con-
servation. Similar views on repayment of water supply and irriga-
tion costs were expressed by the House Committee on Foreign Af-
fairs in its consideration of the construction of Amistad Dam Proj-
ect igfﬁouse Report 1654, Eighty-sixth Congreséi The act of
July ﬁt 1960, makes no provision for repayment. of water supply and
irrigation costs. ‘

In thegéupplemental Appropriation Act, 1961 (74 Stat. 509?;

- the Congress has made available to the Section for~constructioﬁ
purposes $5,225,000 of which $5,000,000 was provided for beginning

construction of Amistad Dam.
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ACCOUNTING POLICIES

DEVELOPMENT OF ACCOUﬁTING SYSTEM

The accounting system in use by the United States Section is
‘_baéed on recognized accounting principles with the accounts for
- power operations maintained to the extent practicable in-accord-’
ance with the uniform system of accounts prescribed for public
utilities by the‘Federal.waer Cbmmission ﬁnder.the;fedéral Power
Act (16 U.S.C.~825b); The system was developed jointly by repre~
~ sentatives of the.Office of Budget and Finance, Department of
‘%tate, thé United States Section, and the General Accouhting of-
fice¢. The converslion to the reviséd system was completed in March .
1952. The new system is deéesigned to provi@e management with mean-
ingfﬁl data for reviewing éperations an& for a realistic and in-.
formative budget presentation to the Congress. The principles,
procedures, and policies set forth in the Section’s accounting man-
ual were appro#ed by the General Accounting Office in Januéry 1953.

The sysﬁem of the Section is baseq.on accrual accounting and
distinguishes between capitalland revenue expenditures. Capital'
éxpenditures are charged td fixed asset accounts, and revenue ex-
ﬁénditﬁres are charged fo operations. A work order system has.
~been preseribed for accumulating coéts incurred‘for each kind of
project work.
COST ACCOUNTING PRACTICES

Costs of administrative and otherlservices, rendered by other
Federal agencies, that benefit projects of the United States Sec~

'tion are not . borne by the Sectlion when not assignable to projects
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pursuant to‘law or administrative policy. These services include
rentals and ser#iges furnished without charge by the General Serv-
ices Admiﬁistration and other Federal agencies, and the handling
of death and disabllity claims on account of Section employees

pald by the Bureau of Employees! Compensation,1

Department of La-
bor.

Expenses of the Bureau of Reclamation incurred for marketing
power from Falecdn Dam'(United States Séction) are not included in
the power operating costs. The Bureau begaﬁ marketing this power
in fiscal year 1955. Expenses totaling $59,472 for the 6 years
ended June 30, 1960, wefe financed from appropriations to the Bu-
reau., -

INTEREST ON THE FEDERAT, INVESTMENT

Interest on the power portion of the United States Govern-
ment's investment in Faledn Dam is not deducted from power reve-
nues in determining the financiai results from power operations.

We have been advised by officials of the United States Section &
'that they consider interest on the Federalxinvestment in power to
be a proper financial charge but that it will not be shown as a de-
duction from power revenues on the financial statements until the
construction cost p}operly allocable to power has been approved by
the Secretary of the Interior in céllaboration with the Secretéry

~of State.

lGovernment agencles will be required to bear the cost of payments
made on account of the injury or death of its employees occurring
after December 1, 1960 (Public Law 86-767, 5 U.S.C. 785).
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Interest accrued during construction in the amount of '
$2,442,502 has been recorded in the financial accouﬁts of the Secl
tion since our previous audit. Until a firm allocation to power
is approved by the Secretary of the Interior in collaboration with
the Secretary of State, interest accrued during construction can-

not be definitely determined. Therefore, the interest recorded in

the financial records of the Section cammot be considered firm.
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SCOPE QOF REVIEW
.Our audit of the United States Section, International Bound-

ary and Water Commission, United States and Mexico, for thevfiscal
,years 1958, ;959, and 1960, was directed primarily toward an evalu-
ation of 1ts power activities, construction practices, and the
rental and electricity charges for its Falcén Village residences.
We examined financial transactions to the extent deemed appropri-
ate in view pf’%he nature and volume of the transactions and the
effectiveness of internal controls. Comments pertaining to con-
struction contracting, and rental and electricity charges for its
Falcdn Village residences are contained in a separate report to
the Commissioner, United States Section. The audit was conducted
principally at the United States Section's El Paso, Texas, head-
quarters office, but we observed operations at other selected

sites.
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QPTNION OF FINANCIAT, STATEMENTS
The accompanying statements of assets and liabilities (sched-

ule 1), results from power operations (schedule 2), and expenses
of nonreimbursable operations (schedule 3) were prepared from the
accounts and reports of the United States Section. The Section
does not p:épare formal financial statements.

We cannot express an opinion as to whether the accompanying
financial statements present fairly the—financial position of the
United States Section at June 30, 1959 and 1960, and the financial
results of operations for the fiscal years 1958, 1959, and 1960,
because the allocation of construction costs of the Falcon Dam
Project to project purposes is not firm and consequently amounts
included in the financial statements for iﬁterest accrued during
construction and allowances for dépreciation and for joint

operating .costs are subject to change.
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FINANCIAT, STATEMENTS
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ASSETS

PLANT, PROPERTY, AND EQUIPMENT:
~ Plant in service (note 1):

DEPARTMENT oOF

STATE

UNITED STATES SECTION
INTERNATIONAL BOUNDARY AND WATER COMMISSION
UNITED STATES AND MEXTICO

STATEMENT OF ASSETS AND LIABILITIES
JUNE. 30, 1960 AND 1959

June 30
1960

Falcon Dam (includes interest of $2,442,502) $3g 4,636, 35’+ $36,388,657

Flood control plant
Rectification and ecanallization improvements
Other plant improvements

Less accumtlated depreciation

Constructlon work In progress

Total plant, property, and equipment,
net

CURRENT ASSETS:
Unexpended funds in accounts with U.S. Treasury
Accounts receivable
Acerued power revenues
Material and supplies
-, Prepayments and advances

Totall current assets

DEFERRED CHARGES:
Preliminary survey and investigation costs
(note 2)
Other deferred charges

-
Total deferred charges
Total assets

51+ 74 12 %8278 7
10’531’513 10’%0’5 0
J_;Li

,236, 12
63,274,306 62,268,886
3,696,709 _2,731.060
59,617,597 59,537,826
4,762,550 4,650,532

64,380,147 64,188,358

2,60k, 26% 2,661,254

28 392 18 680
175,587 168, 063

2,808,455 2,848,797

2,633,002 2,586,792
87 1.129

2,633,089 2,587,921
$69,821.691 $69.625,076

The notes on pages 44 and 45 are an integral part of this statement.

BN The oplnion of the General Accounting Office on thls statement appears on page 39.

LIABILITIES

INVESTMENT OF U.S. GOVERNMENT:
Congressional appropriations, net
Interest charged to construction--~

Falcon Dam

Lesst
Payments to U.S. Treasury
Transfers of property or cost,
net
Total expenses of nonreimburs-
able operations (schedule 3)

Excess of costs over revemues from
power operations (schedule 2)

Net investment of U.S. Gov-
ernment

CUERENT LIABILITIES:
Accounts payable
Liability for deposlt and imprest
funds
Total current liabillities
DEFERRED CREDITS
CONTRIBUTIONS IN AID OF CONSTRUCTION
Total liabilities and in-

vestment of U.S. Govern-
ment

1960 1959
$ 99,927,612 $95,349,107
2,440,500 _2.4k> 500
02,370,114 97.791.609
1,802,252 1,371,671
2,066,557 2,348,213
29,170,747 23,089,648
33,039,556 28,809,532
69,330,558 68,982,077
—9,409 -95 .58k
69,321,153 68,886,493
154,574 161,027
103,320 ___363,585
—257.89% 5ok, 612
29,009 136
— 213,635 213,635
$_69.821,691 $69,625,076

T dINAHHDS



o

DEPARTMENT

1

OF STATE

UNITED STATES SECTION
INTERNATIONAL BOUNDARY AND WATER COMMISSION
UNITED STATES AND MEXICO

STATEMENT OF RESULTS FROM FOWER OPERATIONS
FOR THE FISCAL YEARS ENDED JUNE 30, 1960, 1959, AND 1958

Fiscal years

The notes on ‘pages 44 to 45 are an integral part of this statement.

The opinion of the General Accounting Office on this statement appears on page 39.

1960 1959 i 1958
Average Average Average
rate rate rate
per kuwh per kwh per kwh
(mills) Amount “(mills) Amount (mills) Amount
OPERATING REVENUES:
Sales of electric energy to
Central Power and Light
Company 3.58 $398,788 2.83 $470,503 3.20 $250,826
OPERATING EXPENSES:
Operation expenses:
Supervision and engineering $ 9,267 $ 8,064 $ 7,372
Hydraulic 14,835 13,645 . 12,582
Electric 5,924 41,048 39,112
Miscellaneous 7h 70,100 83 62,840 2 59,138
Maintenance expenses: .
Supervision and engineering 8,065 7,925 7,298
Structures and lmprovements 6,218 5,952 3,762
Electric plant 26,786 ~ 21,255 25,157 :
Miscellaneous plant ,628 43,697 2,549 37,681 5,152 41,369
Total 113,797 100,521 100,507
Operation and maintenance expenses of
multiple-purpose facilities distributed
to power 40,463 36,689 35,829
Provision for depreclation:
Power facilitles 141,030 140,303 138,880
Joint multiple-purpose facllitles
distributed to power 17,319 158,349 17,135 157,438 17,856 156,736
Total operating expenses 312,609 204,648 293,072
-NET INCOME (~LOSS) FOR THE FISCAL YEAR FROM POWER

OFPERATIONS EXCLUSIVE OF INTEREST ON INVESTMENT

ALLOCABLE TO POWER AND MARKETING EXPENSES QF THE :

BUREAU OF RECLAMATION 86,179 175,855 —h2,246
NET I10SS FROM PRIOR YEARS' OPERATIONS =95,584 -271,439 =229,193
CUMULATIVE EXCESS OF COST'S OVER REVENUES FROM POWER

OPERATIONS EXCLUSIVE OF INTEREST ON INVESTMENT

ALLOCABLE TO POWER AND MARKETING EXPENSES OF THE

BUREAU OF RECLAMATION (schedule 1) - $ —9,405 $-95,564 —$271,439

¢ dTNdHEHDS



'SCHEDULE 3

DEPARTMENT OF STATE

UNITED STATES SECTION
INTERNATIONAL BOUNDARY AND WATER COMMISSION
UNITED STATES AND MEXICO

STATEMENT OF EXPENSES OF NONREIMBURSABLE OPERATIONS
FOR THE FISCAL YEARS ENDED JUNE 30, 1960, 1959, AND 1958

Fiscal years

1960
OPERATING EXPENSES:
El Paso projects-~canalization and .
rectification : $ 1,300,230 $ = 543,282 $ 549,024
Lower Rio Grande--flood control and ’
bank protection . 683,468 340,127 409,655
International water control and hydro-
graphic studies 313,410 307,432 271,416
Falcon Dam--multiple-purpose plant - 92, )081 82 060 93 940
Other plant and improvements 56! 892 L 042
Total 2,936, 081 1,272,901 1,337,077
General office engineering ‘expenses 118 648 119,752 110,865
General administrative expenses a 368 - 329, 191 16, »199
.- Depreclation on plant and facilities N 091 60# 561 77 291
Miscellaneous. collections -26 WA —13.563 —92 o1k

Expenses of nonreimbursable op-

erations for the fiscal year (net) h,085,464 2,312,842 2,231,518

PRIOR YEARS' EXPENSES, NET: :
Expenses at beginning of year 25,089,648 24,361,388 22,330,401

AdJustments applicable to prlior years .
(note 3) ——%,365 —~1,584,582 __=200,531

Total prior years' expenses, net 25,085,283 22,776,806 22,129,870

TOTAL EXPENSES OF NONREIMBURSABLE OPERATIONS .
(schedule 1) $29,170,747 $25,089,648 $24,361,388

The notes on pages 44 to 45 are an integral part of this statement.
The opinlon of the General Accounting O0ffice on this statement appears on page 39.
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NOTES TO FINANCIAL STATEMENTS

1. During fiscal year 1959, the United States Section com-
pleted an 1nventory of flood control and bank protection improve-
ment plant in service. As a result of the inventory, the flood
control and bank protection improvement plant accounts were in-
creased by $1,654;768 and $56,837, respectively, with correspond-
ing reductions in the amounts"charged to nonreimbursable costs. |

During fiscal year 1958 the United States Section trans-
ferred jurisdiction over portions of a land boundary fence to
other Government agencies. The transfers involved land boundary
fence costs of $365,696 and $2,689 in connection with transfers to
the Immigration and Naturalization Service and to the National
Park Service.

2. Construction and salary and expense appropriations are
available for conducting examinations, surveys, and studies, pre-
paring designs, and formulatiﬁg plans prior to constructing the
Section's projects. Preliminary survey and investigation costs
are accumulated until a project is approved for construction or
has been determined to be infeasible. The balance 1n the account
at June 30, 1960, and at June 30, 1959, was composed of the follow-

ing project costs:

June 30
Project 1960 1259
Rio Grande dams--upper $1,623,159  $1, 608 »355
Colorado River flood control 709, 380 "682” ,750
T1juana River development 139, 960 139, 258
Santa Cruz River development 125, T Ol 124 319
Various sanitation projects 19, 1082 11 962
All other 16 377 20, 7148
Total - $2,633,002  $2,586,792
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3. The net adjustments to prior years' expenses of nonreim-

bursable operations included the following amounts for fiscal

ﬁears 1960, 1959, and 1958:

Transfer of cost to property
accounts due to analysis and
survey of plant in service

Transfers of cost to and from~
preliminary survey and inves-
tigations accounts

Transfers of property not re-
corded in plant accounts

Proceeds from sale of property
not included in plant accounts

Prior year depreciation and in-
ventory ad justments

Cost of emergency flood control
work

Net ad justments

Flscal year

1960

1959 1958

-$1,711,605 $ -

126,622 221,367 .

~1,4%09 ~9,240 -
- ~13,445
1,810 41,336
- 2,185

—$1,584,582 —$200,531
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APPENDIX I

Copy

UNITED STATES
DEPARTVENT OF THE INTERIOR
BUREAU OF RECLAMATION
REGION 5

Falcég Project, Texas

INTERIM SCHEDULE OF RATES FOR SALE OF PEAKING CAPACITY

Effective:
Decenber 28, 1956

(Confirmed and approved by Federal Power Commission for period
of five years only)

Available:
At the 138-kv Switchyard of Falcég'powerplant.

Applicable:
To customers which agree to utilize with peaking capacity, all

energy which can be delivered therewith which is not in excess of the

quantity represented by the customer's daily load factor applied to
the billing demand for peaking capacity.

Character and Conditions of Service:

Alternating cur}ent, sixty cycles, three-phase delivered and
metered at the 138-kv bus of‘the Falcég.powerplant.
Rate:
ANNUAL PEAKING CAPACITY CHARGE: Fifteen dollars ($15.00) per
kilowatt per year of billing
demand payable in October of

each year.
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APPENDIX I

MONTHIY ENERGY CHARGE: First 400 hours times the billing
demand, @ 1.75 mills/kwhr. Balance
of energy € 1.0 mill/kwhr,

Definitions:

Annual Peaking Capacity:

That capacity to be available continmuously (exclusive of
Saturdays and Sundays), which is scheduled in accordance with the
billing demand. The United States may restrict deliveries associated
with such capacity so that daily deliveries of energy are equal to
the billing demand times 6 hours' use, except that energy deliveries
may be further-restricted to a quantity equal to 20 hours' use for
any 5-day operating period, ~

Maximum Contract Rate of Delivery - Is the maximum rate of

delivery acceptable to customers and set forth in the contract.

Minimum Contract Rate of Delivery - Is the minimum rate of

delivery stipulated in the contract and is the customer's pro rata
share of the power and energy generated at a minimum operating head
from the United States power plant as determined by the United
States Section, International Boundary and Water Commission.

Billing Demand:

Prior to January 1 of each year the United States will declare
the kilowatts of peaking capacity available for the following year
and such initial declaration, unless revised by later adjustments
for inadequate capacity as herein provided in the adjustment section

of this rate schedule, shall constitute the billing demand for said
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APPENDIX I

following year. Such initial declaration shall not exceed the maxi-
mun contract rate of delivery for peaking capacity and shall not be
less than the minimum contract rate of delivery.

Adjustments:

For Inzdequate Capacity:

If peaking capacity is curtailed by the United States below
the amount required by the'customer or below the billing demand
as initially established, whichever is the lesser, the billing
demand for that calendar year shall be the minimum contract rate
of delivery. If peaking capacity is curtailed by the United
States below the minimum contract rate of delivery during the
off -season months of January, February, March, April, May,
October, November, and December, then the billihg demand shall
be considered as fifty percent of the minimum contract rate of
delivery. If peaking capacity is curtailed by the United States
below the minimum contract rate of delivery during the peak
season months of June, July, August and September, the billing
demand shall be zero. Appropriate credit shall be allowed the
customer for overpayments.

Curtailment of peaking capacity shall be considered as
having occurred when there has been interruption to service in
excess of thirty (30) minutes duration which during the
calendar year occurs:

1. On five successive operating days (exclusive of Saturdays

and Sundays) all of which are in the peak season; or
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APPENDIX I

2. On a total of 15 operating days (exclusive of Saturdays and
Sundays) and said curtailment shall be considered as
occurring in the season in which the majority of said

operating days fall.
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